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Inward-Internationalization of Consumer Services: Lessons from Australian Firms 
Abstract 
Purpose - The aim of this paper is to explore the inward internationalization process of 
consumer services. A review of the service internationalization literature is conducted and the 
resource-based view of the firm is used as a theoretical approach. 
Design/methodology - Case study methodology is used to explore the internationalization 
process of five different consumer service sectors: tourism, education, accommodation, 
transport and entertainment. The main data collection method was interviews conducted with 
top managers of 12 Australian consumer service firms from these sectors. 
Findings - Findings of this study show that inward internationalizing services confront most 
of their barriers, such as immigration policies, exchange rate fluctuations, and cultural 
differences, in the domestic market where the service is provided. The findings also suggest 
that superior intentional performance for consumer service firms combines firm-specific 
resources and capabilities, such as market orientation, service quality, cultural sensitivity, 
international communicational activities, partnerships and networks, with country-specific 
resources and capabilities, such as country-of-origin image and government support.    
Research limitations/implications - This is one of the few studies in the academic literature 
that directly addresses the issue of inward internationalization of consumer services. 
Limitations derive from the qualitative nature of this study.  
Practical implications - The process of inward internationalization applies to a broad range 
of service industries and can assist firms to develop more effective international marketing 
strategies.  
Originality/value - This study contributes to the international services literature by 
identifying the main barriers and drivers of international performance for inward 
internationalizing consumer service firms, which is a topic that has been neglected in the 
literature.  
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1. Introduction 
Due to the increasing importance of the service sector in the global economy, considerable 
effort has been expended to advance our understanding of international services (Patterson, 
2004; Styles et al., 2005). While several studies examine the internationalization process of 
service firms (Freeman and Sandwell, 2008; Roberts, 1999; Strom and Mattsson, 2006), this 
literature is overwhelmingly based on the experiences of professional and business-to-
business services that expanded to foreign markets. These studies have specifically addressed 
topics such as internationalization barriers (Dahringer, 1991; Smith et al., 2006; Samiee, 
1999), modes of entry into foreign markets (Vandermerwe and Chadwick, 1989; Erramilli 
and Rao, 1993; Ekeledo and Sivakumar, 1998), and drivers of international performance 
(Winsted and Patterson, 1998; Styles et al., 2005).  
Conversely, this paper argues that a number of service sectors use a different approach to 
internationalization by reversing the direction of internationalization and bringing the foreign 
consumer to the firm’s home country due to structural or strategic motives. This 
domestically-located, inward-internationalization configuration is found in several consumer 
service industries such as education (Mazzarol and Soutar, 2008), tourism (Bjorkman and 
Kock, 1997), entertainment (Duarte and Cavusgil, 1996) and healthcare (Orava, 2002). These 
consumer service sectors are relevant for many developed and developing nations. For 
example, more than 50% of the service exports in Australia are consumer services, and 
education has become Australia’s second largest overall export sector followed by tourism 
(Australian Government, 2009). The distinctive characteristics of consumer services that 
internationalize inwardly might lead to barriers and drivers of international performance that 
are unique to this service sector. However, there is scant research in the international services 
and services marketing literature that address this topic (Bjorkman and Kock, 1997).  
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Following recent calls for further research on international services (Rialp and Rialp, 
2006; Pauwels and Ruyter, 2005; Javalgi and Martin, 2007), the objective of this study is to 
expand our knowledge on the inward internationalization process of consumer service firms 
(i.e. firms that provide their service directly to end consumers). Drawing on the resource 
based view of the firm (Barney, 1991), and assuming a contingency approach to international 
services (La et al., 2005), the specific goal of the study is to investigate the main 
internationalization barriers and key drivers of international performance for consumer 
services. This paper is organized as follows. First, a brief overview of the international 
services literature is provided. A discussion of the unique characteristics of inward 
internationalizing consumer services then follows. Next, the results of the qualitative 
methodology used to identify the main barriers and drivers of performance for these firms are 
reported. The paper concludes with a discussion of the findings, managerial implications, and 
some areas for future research. 
2. International Services 
International services are defined as “deeds, performances, efforts, conducted across national 
boundaries in critical contact with foreign cultures” (Clark et al., 1996, p.15). The services 
marketing literature has long argued that the nature of goods and services are not the same 
(Shostack, 1977; Knight, 1999), and that services face a unique set of challenges when 
crossing international boundaries. The intangible, perishable, inseparable, and heterogeneous 
characteristics that distinguish services from goods (Shostack, 1977) can impact  
international services in several ways. For example, services are intangible and cannot be 
touched, seen, or physically transported, which poses challenges for firms that need to market 
services without being able to show them. This problem is further complicated in an 
international context due to language barriers and other cultural differences. In addition, 
services are produced and consumed at the same time, which implies the need for service 
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providers to have a local presence in each market. Third, services are perishable and cannot 
be inventoried like goods. This poses a challenge in terms of balancing supply and demand, 
which can be more pronounced and harder to manage in unknown foreign environments. 
Finally, services are heterogeneous and service outputs can vary widely across locations. As 
many services involve significant customer contact, increased variation in service output is 
more likely for international service firms. Overall, the challenges of services characteristics 
are especially magnified in the international arena.  
Alongside the differences between manufactured goods and services, the literature also 
acknowledges differences within service industries (e.g. Lommelen and Matthyssens, 2005). 
Several categorizations of international services have been proposed in the marketing and 
services literature (Erramilli, 1990; Patterson and Cicic, 1995; Clark and Rajaratnam, 1999). 
These studies predominately classify international services based on the degree of 
intangibility of the service provided and the levels of personal contact required between 
customers and service providers, and suggest specific drivers of international performance. 
For example, consistent process quality and relational competence were found to have a 
greater effect on international performance for professional services characterized by a high 
degree of face-to-face contact (La et al., 2005). Furthermore, the cultural sensitivity of the 
service personnel, country of origin image, and tangible cues have a positive impact on 
international performance for highly intangible services (La et al., 2005).    
This growing body of research in the services literature has centered predominantly on the 
international activities of professional and business-to-businesses (Cicic et al., 2002; Coviello 
and Martin, 1999; Styles et al., 2005; Strom and Mattsson, 2006; Hitt et al., 2006). These 
studies have drawn on theoretical models of internationalization, such as the staged approach 
or Uppsala model (Johanson and Vahlne, 1977), and the network approach (Johanson and 
Mattsson, 1988). According to the literature, service firms experience various stages in the 
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process of internationalization, from the exportation of services to the establishment of 
overseas operations in an evolutionary manner, which is consistent with the Uppsala model 
(Johanson and Vahlne, 1977). Moreover, Coviello and Martin (1999) found that 
internationalization for service firms was generated through formal and informal networks of 
relationships, and that market selection was driven mainly by the location of clients and 
network contacts, which is consistent with the network approach (Johanson and Mattsson, 
1988). Finally, entry modes such as the direct provision of services or the establishment of 
branch offices are the main options chosen by service companies (Erramilli and Rao, 1993; 
Winsted and Patterson, 1998; Coviello and Martin, 1999; Ekeledo and Sivakumar, 1998). 
The literature has specifically identified several firm-specific and external barriers that 
affect the internationalization process of professional and business-to-businesses services 
(Patterson, 2004; Reardon et al., 1996; Samiee, 1999; Smith et al., 2006; Freeman and 
Sandwell, 2008). Host government regulations, host market-related problems (e.g. slow 
market development, poor infrastructure, service quality issues, and customer firm 
relationships), cultural differences, host staffing and personnel, and competitive intensity of 
the host market are all relevant barriers for internationalizing service firms (Fugate and 
Zimmerman, 1996; Smith et al., 2006; Dahringer, 1991; Samiee, 1999). Culture has been 
found to be an especially important barrier to the internationalization of services across 
countries (Reardon et al., 1996; Li and Guisinger, 1992). Research shows that culture can 
affect service quality evaluations (Liu et al., 2001; Mattila, 1999; Stauss and Mang, 1999; 
Winsted, 1997; Malhotra et al., 2005), service quality expectations (Donthu and Yoo, 1998), 
communication between service providers and customers (Freeman and Sandwell, 2008), and 
service encounter satisfaction (Winsted, 1997). Organizational or firm-specific factors such 
as low firm commitment (especially at the top level) and lack of financial 
resources, international expertise, or foreign contacts may also be relevant barriers for 
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internationalizing services (Patterson, 2004). Overall, these barriers are predominantly firm-
specific or derive from the foreign market. 
To identify drivers of international performance, the literature has also focused largely on 
business-to-business and professional services (Spar, 1997; White et al., 1998; Cicic et al., 
2002; Javalgi et al., 2003; Gourlay et al., 2005; Styles et al., 2005; Cort et al., 2007; Berthon 
et al., 1999; Freeman and Sandwell, 2008). These studies suggest that international 
performance is positively related to variables such as firm size and reputation, financial 
assets, commitment towards internationalization, international experience of managers, 
relationship and network development, entrepreneurial spirit, technology, and positive 
country of origin image. Furthermore, Styles et al. (2005) found that more intangible service 
firms had additional international performance drivers such as professional reputation, high 
levels of technical skills among staff, the intellectual property of the firms, and international 
experience. Similarly, the authors showed that services with high face-to-face contact had 
key performance drivers such as high levels of customer service, good interpersonal skills, 
and a local presence in some form. Overall, these studies suggest that organizational and 
firm-specific variables predominately improve internationalization performance for service 
firms. 
3. Inward Internationalization of Consumer Services 
The previous literature review implicitly assumes that internationalization is a process that 
requires firms to move abroad to foreign markets (which is known as outward 
internationalization). However, the internationalization process of service firms can also 
involve the movement of foreign consumers to the domestic market where the firm is 
located, or inward internationalization. Bjorkman and Kock (1997) define inward 
internationalization in a service context as activities related to foreign consumers who come 
to the firm’s premises in the country where the service firm is located. The service is both 
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produced and consumed in the home market of the service firm due to local resources or the 
impossibility of moving the service abroad. This usually corresponds to consumer services 
that are location-bound and need to attract foreign consumers to their domestic market in 
order to provide their service. Such consumer services include tourism, education, transport, 
health, and entertainment. Although some of these companies may decide to open a foreign 
office or provide the service in a foreign market in the future, their internationalization 
process is predominantly focused on servicing foreign consumers in the domestic market 
during the initial internationalization stages (Roberts, 1999).  
Consumer services usually require a high degree of face-to-face contact and interaction 
between service providers and consumers for the service to be produced and consumed. This 
has several implications for the inward internationalization process of consumer service 
firms. First, it requires consumer mobility to a new country that is usually unknown, instead 
of firm or service provider mobility to the consumer’s market. This implies that the foreign 
consumer has to travel to a new and uncertain environment, which involves dealing with 
many new elements of the domestic market in addition to consuming the service. Second, 
because consumer services involve high levels of contact between service providers from the 
domestic market and foreign consumers, there is a higher probability that problems will arise 
due to cultural differences and communication errors during the service encounter. 
Furthermore, other consumers may also affect a foreign consumer’s overall satisfaction with 
the service encounter due to differences in language and consumption behaviors. In sum, 
several elements of the domestic environment, as well as the service provider and other 
consumers, may affect the foreign consumer’s overall satisfaction with the service.  
In the last decade, the resource-based view (RBV) of the firm theoretical perspective has 
been applied to services internationalization performance research (e.g. La et al., 2005). This 
view is concerned with the influence of firm resources and capabilities in explaining how 
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firms can achieve and sustain competitive advantage (Barney, 1991). A resource or capability 
is considered a greater source of competitive advantage to the extent that it possesses the 
following characteristics: valuable, rare, imperfectly imitable, and non-substitutable (Barney, 
1991). According to the RBV, management skills, market orientation, organizational 
processes and knowledge are considered relevant resources and capabilities that contribute to 
generating and sustaining a competitive advantage (Day, 1994; Barney et al., 2001). Within 
the services sector, previous studies suggest that internationalization performance is affected 
by both firm-specific factors and context-specific factors (Cicic et al., 1999; Javalgi and 
Martin, 2007). In addition, the literature suggests that there are distinctive factors that impact 
on internationalization performance in service firms that are highly intangible and require 
close contact between providers and customers, such as consistent service quality, 
interpersonal communication, and relational skills (La et al., 2005). 
In the context of this paper, it is argued that if an inward service firm possesses a number 
of specific internal resources and/or capabilities to a greater extent, the competitive 
advantage will be enhanced and internationalization performance will be strengthened. 
Drawing on the principles of contingency theory, this line of thinking suggests that the 
capabilities and resources that drive internationalization performance are contingent on 
service type (La et al., 2005; Cicic et al., 2002). This approach maintains that there is no 
universal set of strategies that is optimal for all businesses or firms and therefore strategies 
need to be designed with specific environmental contexts (including industry/product type) in 
mind. Thus, inward internationalizing service firms may require a different set of internal 
capabilities and resources to effectively compete internationally. Furthermore, the 
international services literature has found that international performance is likely to be based 
on some combination of firm-specific and country-specific resources and capabilities (Javalgi 
and Martin, 2007). Home and host country-specific resources derive from the resource 
 9 
endowments of countries and their comparative advantages (Porter, 1990), such as country of 
market structure, country of origin image, level of economic development, government 
regulations and culture (Javalgi and Martin, 2007).  
Although there are fundamentals that apply to all service firms that internationalize, 
inward internationalization may have distinguishing characteristics and there may be 
additional or alternate variables that affect internationalization performance. For firms that 
provide their service to foreign consumers in the domestic market, for example, relevant 
barriers may be located in the domestic market rather than in the foreign market. While 
research to date has been very informative in expanding our understanding of service 
internationalization, there is still a great deal unknown about the inward form of 
internationalization. There have been a number of calls for further investigation on customer 
mobility in international services (Pauwels and Ruyter, 2005; Lommelen and Matthyssens, 
2005). Thus, the main objective of this study is to draw on the resource-based view (RBV) of 
the firm (Barney, 1991), as well as theoretical frameworks proposed in the international 
services literature (Javalgi and Martin, 2007), to explore the inward internationalization 
process of consumer service firms in more depth and address the following research 
questions: 
1. What are the main barriers faced by inward internationalizing consumer services?  
2. What are the key drivers of performance for inward internationalizing consumer 
services? 
4. Research Methodology 
Case study research methodology was conducted due to the exploratory nature of the 
research questions and the lack of empirical evidence in the literature (Eisenhardt, 1989; Yin, 
1994). As the unit of analysis was the firm, the aim of this methodology was to gain (from a 
relatively small sample) a large amount of in-depth information around the complex issue 
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under investigation. The use of qualitative research methods such as case study research to 
address service phenomena has become established in the international services literature 
(e.g. Coviello and Martin, 1999; Freeman and Sandwell, 2008). 
For the context of the case studies, five relevant consumer service industries, which 
represent the largest service export sector in Australia, were chosen. These service industries 
were education, tourism, transport, accommodation and entertainment. Specifically, twelve 
companies were selected from these five industries. All firms were located in Queensland 
and had been exporting their service for more than eight years. The firms under study 
comprised four educational institutions, three tourism organizations, two entertainment 
venues, two accommodation services, and one car-rental company. These firms were chosen 
to ensure diversity within the sample in terms of service industry and international activity. 
Table 1 shows the characteristics of the sample.  
Insert Table 1 here 
The firms analyzed were situated in different stages of their internationalization process, 
but they all predominantly provided their services to foreign consumers in the domestic 
market. In the educational sector, Case 1 is a university business school that has been 
servicing foreign customers in the domestic market for over 15 years. Case 2 is a university 
language school that predominately offers its service to Asian and Latin American students 
in the domestic market. Case 3 is an international high school that provides its service in the 
domestic market to students from over 50 different countries. Case 4 is a vocational institute 
for technical education that attracts high numbers of international students each year from 
different markets. In the tourism sector, Case 5 is a prestigious and well-attended touristic 
destination/resort located in Queensland. Case 6 is a well-established travel agency with 
many years in business. Case 7 is a medium-sized tourism operator located in Queensland. 
Cases 8 and 9 are accommodation firms located in Queensland that mainly service 
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international customers. Case 10 is an entertainment venue located in Brisbane that attracts 
many international visitors. Case 11 is a Queensland museum, and Case 12 is a car-rental 
company located in Brisbane that provides its service to foreign customers, mainly 
backpackers. 
Interviews with the top managers were the main method of data collection in these cases. 
Based on the recommendations of McCracken (1988), semi-structured interviews were 
conducted with the owners or international marketing managers of these service firms, and 
two interviews were conducted with government organizations that provided support for the 
export of Australian services. Informants were recruited by the author based on their 
representativeness, knowledge of the export process of their firms, and willingness to 
participate. The interviews were conducted during a 10 month period, and lasted an average 
of 55 minutes. A semi-structured protocol was used to guide the interview process and ensure 
comparability among responses. The protocol included questions on perceptions of 
internationalization barriers, strategies for attracting consumers to the domestic market, and 
key drivers of internationalization performance. Real names were changed for purposes of 
confidentiality.  
All interviews were recorded and transcribed, and inferences resulted from the process of 
analysis and interpretation (Spiggle, 1994). The interview transcripts were checked against 
the audiotapes for accuracy. Drawing on Lincoln and Guba (1985), a manual thematic 
breakdown with key phrases highlighted was used to analyze the transcripts and compare 
across interviews. Illustrative quotes from these interviews are used throughout the paper to 
support the findings and propositions. The phenomenon under study was well-represented in 
all cases and thus they provided comprehensive answers for the research questions, although 
specific differences emerged for each industry sector. Secondary information such as 
industry and corporate reports were also obtained to achieve triangulation of the data.  
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5. Research Findings 
Based on the previous literature review and case study data, a model of inward 
internationalization performance for consumer services firms is proposed in Figure 1. This 
model addresses the two research questions of the study. 
Insert Figure 1 here 
5.1 Internationalization Barriers for Consumer Services 
Previous research on professional and business-to-business service firms suggests that the 
main internationalizing barriers for service firms are located in the foreign market and 
include issues such as host government restrictions, cultural differences and service quality 
issues (Reardon et al., 1996; Samiee, 1999; Smith et al., 2006; Patterson, 2004). However, 
the data analysis from the interviews identified three important barriers for international 
consumer services that are located predominantly in the domestic market where the service is 
provided: government regulations, exchange rate fluctuations and cultural differences. 
5.1.1 Government Policies and Immigration Regulations  
According to the data, government immigration regulations and policies of the domestic 
market were considered one of the most important barriers for internationalizing consumer 
services. The Australian government immigration policy ranks countries according to an 
immigration assessment level that can differ for each service sector. As indicated by the 
interviewees, consumers from some countries had serious difficulties obtaining visas to travel 
to Australia, which directly impacted the service firms’ international performance since it 
reduced their international market range. One interviewee, who worked for an international 
university, described the problems encountered: 
Australian Visa regulations are much more difficult to obtain for students in some 
countries compared to Visa regulations of students from the UK or even the USA to some 
extent. Australian government runs a risk level for visas and China, which is a big market, 
it takes them longer to get a visa and they have additional restrictions applied, so that’s 
always a problem (Director of International Marketing and Recruitment, Case 1). 
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Changes to immigration policies were also considered to have a huge impact on the business 
of these service firms and lobbying the government became necessary since these decisions 
were out of their control, as mentioned by the following interviewee:   
We are continuously lobbying the government on what impact policy changes can have. If 
they make a change, it can have a dramatic impact on what happens at our end. From an 
international point of view, we are promoting and selling…something that might be two 
years away, so if the government changes something, the effect might not be seen in the 
present time but it will have an impact in the future in your revenue (International 
Marketing Manager, Case 4). 
 
5.1.2 Exchange Rate Fluctuations  
A second important barrier identified in the data refers to fluctuations in the exchange rate of 
Australian currency. When a foreign currency weakens against the domestic currency, 
consumers did not want to commit to the service because of their inability to predict its fixed 
cost due to the length of some touristic and educational programs, and the affordability of 
accommodation and entertainment. Similarly, when exchange currencies of competing 
countries weakened, foreign consumers changed their preferences. Thus, currency exchange 
rates were a latent barrier for consumer service exporters that were not under the firm’s 
control. This was exemplified by the comments of the following interviewee from an 
international high school manager: 
We live and die by the currency exchange. If is the local currency against the Australian 
dollar weakens and the student is looking at a four to five year program and whether that 
program cost is not fixed...it is very difficult for parents to make a commitment if they 
can’t predict the cost (Director International Students, Case 3). 
 
5.1.3 Cultural Differences  
Cultural differences between providers and consumers have been found to be an important 
barrier in the internationalization of services across countries (Reardon et al., 1996; Li and 
Guisinger, 1992). Interviewees mentioned that cultural differences were also important 
barriers for internationalizing consumer services, but these emerged in the domestic market 
where the service was provided, specifically during the service encounter between service 
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providers and foreign consumers (as well as among customers). One important element of 
cultural difference was language. Although language difference is a less important barrier for 
professional services (Freeman and Sandwell, 2008), it was a very important barrier for all 
the international consumer services sectors analyzed. Language differences between provider 
and consumer produced misunderstandings and frustration during the service encounter, 
especially when having to explain regulations and operating conditions: 
Although we use very plain English words, it is very difficult to explain to foreign 
consumers the terms and conditions of the service. We find that people from overseas 
sometimes don’t understand the way language is used here and get frustrated. Explaining 
to them about bond and liability, it takes a lot of time for us because we have to explain 
these things that aren’t always very clear to someone from another country (Marketing 
Manager, Case 5). 
Language differences also produced misunderstandings and feelings of isolation for 
international consumers when interacting with other domestic consumers. Interviewees 
acknowledged that in some situations domestic consumers didn’t have patience with foreign 
consumers that spoke a different language and were attempting to communicate with them. 
In addition, even though some international customers spoke English, there were still 
misunderstandings caused by non-verbal communication elements such as the tone of voice 
and body language of foreign customers, which are sometimes perceived by Australian 
service providers as rudeness or misbehavior. This was mentioned by two interviewees:  
Because of cultural differences some customers can seem rude, although I imagine that 
they are not intending to be rude. For example, the Indian people are a little pushy. I 
understand that with so many people living in India you have to be pushy to get things. For 
example, they will come into my office although I may be speaking with someone else they 
will interrupt (International Marketing Manager, Case 9). 
 
The Saudi Arabian students speak English but sometimes talk in a way that sounds forceful 
and sounds like they are ordering or demanding in some kind of way. When they 
communicate, they don’t utilize the courtesy words that we use in the English language 
(International Marketing Manager, Case 4). 
Additional cultural problems between providers and customers were related to differences 
in the expectations of the service encounter between service providers and foreign customers, 
especially regarding the way things should be done. The expectations of foreign customers 
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differed in many cases from the expectations of the service provider, which is consistent with 
previous research that finds that differences in the “way of doing business” is an important 
barrier for professional services as well (Freeman and Sandwell, 2008).  
The main complaints we receive from foreign customers are related to misunderstandings 
on [sic] how the service works. For example, if the car breaks down in the middle of the 
country, we would get someone out to help them as soon as possible, but it takes at least a 
day, and there would be a fee that they would have to pay for having this call out. Foreign 
customers don’t like this because they don’t expect it or believe they haven’t been told 
about it. I think that they compare our service to the one back home, and they say that 
thinks like this might have been quicker and with no fees where they came from and it is 
different the way things are done in Australia (Marketing manager, Case 12).  
 
Moreover, cultural differences among foreign consumers also generated problems and were 
difficult to manage, such as sharing common rooms in accommodation premises or 
classrooms:   
We have a prayer room, but it is an undenominational prayer room so now from the 
Muslim point of view, students don’t like that. Whilst the Christian students are happy to 
share that room, the Muslim students want a room that is just for them…and that has been 
blessed by the Imam, so you know there are issues like that (Owner, Case 8).  
 
5.2 Main Drivers of Export Performance 
When considering the main drivers of internationalization performance for consumer 
services, interviewees mentioned that providing international levels of service quality, being 
market oriented, developing permanent communicational activities, having a positive country 
of origin image, and having domestic and international networks helped consumer services to 
overcome the internationalization barriers mentioned in the previous section and improve the 
likelihood of international performance.  
5.2.1 Market Orientation and Service Quality 
Market orientation refers to the firm’s ability to understand markets and satisfy customer 
needs and wants (Day, 1994). Interviewees agreed that it was important for them to have a 
thorough understanding of individual international market preferences and needs, and adapt 
properly to market variation to achieve long term performance. This was achieved through 
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market research provided by government agencies, market agents, and by sending staff 
offshore on a regular basis: 
For us it’s essential to be able to react to the market. When our staff travel offshore, they 
come back and present a market snapshot which will often give us clues about what is 
happening in the market. An example is we had one of our employees travel to Nepal 
recently and although Nepal tourists are showing growth everywhere across Australia, 
the agent mentioned to him that the amount of enquiry had dropped off 80% in the last 
couple of months. To us that’s a huge sign. While it may not show at the actual situation 
at the moment, that will have a huge impact in the future. So what we do is that we amend 
our marketing strategies so that we cover our base. We don’t have all of my eggs in one 
basket. We spread around the world. So if there is a financial crisis in one country then 
we can offset it with just moving a bit here and there. You react immediately (Marketing 
Manager, Case 6).  
 
In addition, among all respondents there was an agreement that to compete 
internationally the quality of the service provided had to reach international standard levels. 
Educational services needed to recruit academics, teachers, and professional staff with the 
same quality standards as educational firms from other developed nations. Similarly, tourism 
firms and car rentals needed to recruit employees and staff specifically trained in hospitality 
and that spoke at least two languages. Several interviewees highlighted the importance of 
quality standards for achieving international accreditations, which provided tangibles cues 
related to international standards for foreign consumers. The following interviewee provided 
evidence for this: 
 We have a lot of repeat customers who come back every year. This is based on providing 
a good service and a good quality of education. I think that we offer a good service to our 
students because we make sure that we comply with international standards (International 
Marketing Manager, Case 2).    
 
5.2.2 Cultural Sensitivity 
Owing to the inseparable nature of consumer services, service providers have to interact with 
consumers from different cultures. Dealing appropriately with cultural differences, or cultural 
sensitivity, has been recognized as important for international service performance (La et al., 
2005; Cicic et al., 1999). Some of the firms had established a formal training program to deal 
with cultural differences but all of the companies acknowledged the potential effect of cultural 
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differences on service outcome. Interviewees mentioned that academics or tourism staff went 
through a learning process from cultural blunders they encountered and with time they 
learned how to deal with consumers from different cultural backgrounds. For example, 
academics teaching a cross-cultural group of students avoided using teaching material solely 
addressing the domestic market and incorporated a variety of case studies from different 
countries. However, some international managers acknowledged having trouble recruiting 
culturally sensitive employees and staff, as mentioned by the following interviewee:  
We train our staff in different ways. We have a conference every year in July, where we 
will have sessions on multicultural issues. We also address this in the induction, and there 
are also departmental sessions that they can attend as well. All of our staff is employed 
because of international revenue. It is pointless recruiting someone who shouldn’t be in 
front of an international consumer. So it would make things much easier if you upfront 
recruited people with cross-cultural sensitivity and then you are less likely to have those 
problems further down the track (Marketing Manager, Case 5). 
 
5.2.3 International Communicational Activities 
Consumer services that operated domestically engaged permanently in a wide range of 
international communication activities to attract foreign consumers to the domestic market. 
Such activities included country visits by international managers, participation in trade 
shows, use of international agents, use of the Internet, and the development of print material. 
First, all of the service companies had their own website connected to study finders, and 
provided information about the service as well as the immigration requirements for foreign 
consumers travelling to the domestic market. Particularly, the role of positive word-of-mouth 
was considered essential for international performance. Interviewees mentioned that happy 
customers were the best ambassadors for their services abroad, and more than 50% of 
customers were recruited through positive word-of-mouth. This was described by an 
interviewee from a travel agency:  
A lot of repeats come from word-of-mouth from other travelers talking about their 
experience in Australia, or from a lot of viral and videos on YouTube, or it would have 
been Google searches as well. We have done some press ads but not a lot (Marketing 
Manager, Case 5). 
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Additionally, most of the Australian service firms had a network of agents who promoted 
their service in several countries, but more strongly in the Asian and Middle East markets. 
These agents were not exclusive to one firm, but shared among service exporters from 
different industries. For example, several agents promoted Australian educational services 
(i.e. universities, colleges and schools) as well as tourist destinations (e.g. the Gold Coast and 
the Sunshine Coast). The firms interviewed also regularly sent their own people to visit 
potential customers of their services and establish strong relationships with relevant social 
actors such as government, educational institutions, travel agencies, and agents. An 
interviewee from an international language school exemplified this behavior: 
Students will be recommended to come to us by one of our agents, and we have a global 
network of agents who represent our interests in many countries. Sixty percent of our 
students come to us through an agent. However, we don’t have any exclusive arrangement 
with an agent because it would be very expensive, so our agents represent other 
educational institutions in Australia as well (Director International Students, Case 3). 
 
Moreover, these consumer services used different communication activities to attract foreign 
consumers depending on what worked better in each international market. This was 
exemplified by the following interviewee: 
We will use the internet; we will use print base material. It really depends on the market 
region. In some markets we can just do all online, or web-based advertising, and students 
will come directly to us. An example of this is Norwegian and Scandinavian countries. 
They tend to be very direct in the way they approach us. So they won’t use education 
agents, they will apply on line and get all the information online. A country like Japan is 
completely different. They will generally always come through an education agent and will 
not just be about the education that they will be buying. They will be purchasing the whole 
world fair thing (International Marketing Manager, Case 4).  
 
The majority of these service sectors have complementary businesses so they help each other 
promote their services to foreign customers. For example, accommodation services, car 
rentals, and travel agencies provide information about their complementary services in their 
web pages and through verbal recommendations, as stated by the marketing manager of a car 
rental firm: 
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We communicate in backpackers’ magazines and we do a lot of deals with backpackers’ 
hostels. A lot of backpackers would have a travel agency in the backpacker hostels, so 
there was a commission basis. This is because often travelers coming to a new country 
don’t have a lot of time to find out information on car rental so they go to the travel agent 
in the hostel and ask them what they recommend, and they recommend us (Marketing 
Manager, Case 12).  
 
These promotional activities were considered fundamental by international managers due to 
the fact that the consumers were located in a different country and there was a need to create 
and maintain brand awareness due to the high levels of competitiveness in all service sectors. 
5.2.4 Domestic Networks 
Although some of these firms competed against each other nationally, there seemed to be a 
strong sense of national unity when promoting these service sectors abroad. There were 
exchanges of information intelligence and marketing practices among educational and 
tourism institutions and joint promotional efforts abroad:  
In the leisure side we do a lot of joint activity, so if we are going to market in China for 
example we will work very closely with airline partners and other providers to provide 
packages to try and attract people across. So rather than just going with a huge 
advertising campaign, we would coordinate really well with Qantas, with hotels, with 
mayor events, so really integrated across the board (Marketing Manager, Case 6). 
 
In addition, these firms had strong links with tourist entities, such as the City Council or state 
and national tourism organizations to promote Australia as a credible educational and 
touristic destination. Top managers and owners of these firms engaged in several networking 
activities and participated in international events with other business groups located in their 
regions: 
 We have just been in Latin America with Australia Education Institution, and they were 
there to organize the event offshore and we participated with other Australian 
universities. It provides an image of Australia as a destination. In that way they are very 
supportive. They help in visits to markets and help profile Queensland and coordinate 
among the various sectors, which I think is good support (Director of International 
Marketing and Recruitment, Case 1). 
 
5.2.5 Government Support 
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Another driver of international performance mentioned by interviewees were the several 
layers of government support at the state and national level, which was very valuable to the 
internationalization efforts of all the consumer service sectors studied. All the service firms 
had established relationships with government organizations and considered government 
committees essential. These firms counted on the support from trade offices, export 
promotion offices, and Australian educational offices (both national and regional) to support 
travelling and participation in trade shows:  
Certainly things like a Free Trade Agreement can have a big influence on our business, so 
when we go into a market for the first time we are likely to use government support such 
as participation in a government trade show (Marketing Manager, Case 10).  
 
5.2.6 Country of Origin Image 
A previous study found that country of origin image has a positive impact on international 
performance for highly intangible services (La et al., 2005). The international marketing 
managers interviewed considered that the country of origin image of Australia provided a 
favorable positioning and a clear differentiation with respect to other regions of the world. 
Interviewees considered that country of origin played a significant role in providing a 
tangible cue to shape the service perception and to assess its quality in an international 
context. Most interviewees believed that foreign customers chose the country to study or visit 
prior to deciding on the organization. They assumed that decision-making was based as much 
on the attractiveness of the country as the organization. Thus, country branding and 
promotion was very relevant for these firms. Although there is still little integration among 
service firms to present an integrated national image to foreign consumers, international 
managers considered it important to participate in government-organized trade shows that 
promoted the different industry sectors internationally. Similarly, Free Trade Agreements 
with important markets (i.e. Chile recently) were considered very important and necessary 
for attracting customers from foreign markets: 
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When we go to any country we are Australia. We can’t just go in as Brisbane because half 
of the time they don’t know where Brisbane is. And our global competitors are Canada, 
and UK, and Korea, so we are not just talking about providers in Brisbane or Queensland, 
but Australia (Marketing Manager, Case 11).  
 
Moreover, the data from the interviews also suggested that in many cases foreign 
consumers expected to live an international experience involving cultural diversity in the 
domestic country. For example, tourists liked to share their leisure activities with other 
foreign tourists and with local Australians as well. Similarly, tourists and backpackers looked 
forward to meeting people from other parts of the world in Australia. International students 
preferred diversity in the classroom in Australia as opposed to a homogeneous group of 
classmates from their own country. This was discussed by a language school manager: 
Tourists really want to come here for an Australian experience and meet Australian or 
foreign people, and that is something that has been a challenge for us. We look at new 
markets because part of our challenge is to keep the groups as diverse as possible. We 
don’t want to have a group of 15 Chinese tourists, or 13 tourists from Korea. So our 
challenge is to not just grow in the numbers, but grow in a way that we keep that diversity 
(Owner, Case 7).  
 
6. Discussion and Conclusion 
The objective of this research was to explore the process of inward internationalization for 
consumer service firms. Previous research on international services has focused 
predominantly on professional and business-to-businesses firms that expand abroad (Cicic et 
al., 2002; Coviello and Martin, 1999; Styles et al., 2005; Strom and Mattsson, 2006; Hitt et 
al., 2006). The findings of this study contribute to the international services literature by 
exploring a new categorization of international services that is based on where the service is 
provided (i.e. the domestic or foreign market).  
Similar to previous research, inward internationalization for consumer services occurs in 
an evolutionary manner, consistent with the Uppsala model (Johanson and Vahlne, 1977). 
Internationalization growth for these firms is reflected in the number of foreign customers 
serviced and the diversity of the customer markets. Furthermore, consistent with the network 
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approach (Johanson and Mattsson, 1988), consumer service firms internationalize through 
formal and informal networks of relationships, which are essential for attracting foreign 
customers. The main difference with outward internationalization is the market entry mode. 
For consumer services, the entry mode is reversed, and foreign customers have to mobilize to 
the domestic market.   
According to the findings of the study, inward internationalizing consumer services 
confront most of their barriers in the domestic market where the service is provided and 
consumed. This is due to their need for customer mobility to a new and uncertain market 
characterized by different regulations, language, currency and culture. These barriers differ 
from those encountered by professional services firms that expand abroad and thus are 
predominantly located in the host market, such as host government regulations and market 
related problems (e.g. Patterson, 2004; Reardon et al., 1996; Samiee, 1999; Smith et al., 
2006; Freeman and Sandwell, 2008). Government immigration policies and exchange rate 
fluctuations were considered by all of the service firms studied as strong barriers to attracting 
foreign consumers. Given that these were out of the control of the firms, strategies such as 
lobbying the government and diversifying foreign markets were conducted to overcome these 
barriers.  
Cultural differences between providers and foreign consumers were also considered 
relevant barriers for consumer services, especially because industries such as education, 
tourism, and entertainment require high contact between service providers and foreign 
customers. Cultural differences lead to miscommunication and misunderstandings, 
differences in expectations and consumer dissatisfaction, which is consistent with previous 
literature (e.g. Stauss and Mang, 1999; Donthu and Yoo, 1998; Freeman and Sandwell, 
2008). However, the findings of this study suggest that cultural differences permeate not only 
the direct service experience but the overall experience in the country. Because foreign 
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consumers must reside in a new country, cultural differences can exist when interacting with 
other consumers and with other service providers while they are living in a new context. This 
differs from previous research where it is the service firm (or service provider) that moves to 
a new country. Thus, the effect of cultural differences is probably broader in scope and 
probably has a stronger effect on consumer satisfaction with the service. This supports La et 
al.’s (2005) contingency approach, which suggests that barriers and drivers of performance 
depend on the characteristics of the service sector. 
Drawing on resource-based theory (Barney, 1991), which views resources and capabilities 
as key to developing a sustainable competitive advantage in an international context, the 
findings of this study suggest that superior performance for inward internationalizing service 
firms is likely to be attained through the adoption of strategies based on a combination of 
firm-specific resources and country-specific resources. Regarding firm-specific resources and 
capabilities, this study suggests that to achieve international performance, service firms must 
be market oriented and provide service quality at an international standard in order to achieve 
an appropriate international reputation and compete with players from other developed 
nations. Market orientation has been considered as a firm capability and a source of 
competitive advantage for organizations (Slater and Narver, 1994). These findings are 
consistent with Styles et al. (2005), who found that professional reputation, high levels of 
technical skills among staff, and international experience are important international 
performance drivers for professional service firms.  
Furthermore, the inseparable and intangible nature of consumer services means that 
consumers are forced to interact with service personnel who are also the producers of the 
service. Consistent with Styles et al. (2005), service providers’ interpersonal skills were 
mentioned as key performance drivers when dealing with international consumers. Cultural 
sensitivity and an open-mindedness with respect to different cultures, as well as a willingness 
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to understand the ways in which cultures differ (known as cultural intelligence) (Earley and 
Mosakowski, 2004), can have an important impact on the perceived performance of the 
consumer service firms. From the resource-based view, cultural intelligence is an important 
service firm capability that can help develop satisfactory service encounters. This is difficult 
for rivals to imitate and thus potentially a powerful source of competitive advantage (Barney, 
1991). 
Another firm-specific capability identified was the ability to attract foreign customers 
through market communication and promotional activities. Firms used different strategies to 
communicate and promote their service internationally, such as hiring international agents, 
participating in trade shows, having a good internet website, direct marketing, international 
visits by company staff, establishing partnerships with foreign actors, and (most importantly) 
word of mouth. This firm capability is very relevant for inward internationalizing services as 
opposed to services that expand abroad, because of the need to attract foreign consumers to 
the domestic market in order to provide the service.  
 The data also show that firm-specific capabilities such as personal contacts and social 
bonds were considered important determinants of performance for inward 
internationalization of consumer services. In all cases, domestic and international social 
networks had supported and facilitated their internationalization process. The social network 
is seen as a major resource in the marketing of these firms. Most of the international 
managers spent a great deal of time abroad visiting agents or partners in order to build social 
relationships, access information about the market, and recruit foreign consumers. Regular 
visits to maintain and support agents were considered essential to improving international 
performance. This finding is consistent with previous research on professional services that 
links international performance with relationship and network development (White et al., 
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1998; Cicic et al., 2002; Javalgi et al., 2003; Styles et al., 2005; Freeman and Sandwell, 
2008). 
Country-specific resources, such as country-of-origin image and government support, 
were also relevant for the inward internationalization of consumer service firms. For 
consumer services such as education, entertainment and tourism, it was difficult for 
consumers to assess the service quality in advance since they could not inspect or sample the 
service before the purchase. Foreign consumers are forced to rely on the company’s country-
of-origin image to assess prospective quality. This was confirmed by findings that showed 
that country image and firm reputation enhanced international performance for educational 
and tourism companies. This is consistent with Porter (1990), who highlights that many firm-
specific resources are rooted in the firm’s country of origin. Spar (1997) also found that the  
performance of law firms was improved if the country of origin had a positive image for 
foreign customers.  
Government support was very valuable to the internationalization efforts of all the 
consumer service sectors studied. These firms counted on the support from trade offices, 
export promotion offices, and Australian educational offices (both national and regional). 
Although some of these firms competed against each other nationally, there seemed to be a 
strong sense of national unity when targeting the international marketplace.  
6.1 Managerial Implications 
In terms of managerial implications, this study provides a number of recommendations 
regarding specific resources and capabilities required for consumer service firms attempting 
to inward internationalize by attracting foreign consumers to the domestic market. Consumer 
services face a unique set of challenges when attempting to inward internationalize because it 
involves consumer mobility to a new environment, which implies specific challenges for 
consumer services that are not necessarily under their control. The findings suggest that 
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consumer service firms must be strongly market oriented and should have a thorough 
understanding each individual international target market in order to develop appropriate 
communication strategies and providing a specific offering for the market. In addition, due to 
the competitive nature of the international marketplace for the service sectors under analysis, 
providing a high quality service with international standards is essential to attract foreign 
consumers, achieve a good reputation and generate word-of-mouth recommendation.  
Furthermore, because consumer services require face-to-face contact between service 
providers from the domestic market and foreign consumers for the service to be produced 
and consumed, there is a higher probability that problems will arise due to potential cultural 
differences and communication problems during the service encounter. Similarly, other 
consumers may also affect foreign consumers’ overall satisfaction with the service encounter 
due to differences in language and consumption behaviors. Thus, key service personnel and 
staff need to develop strong interpersonal and relationship building skills, as well as cultural 
sensitivity, to interact and manage challenging situations with consumers from different 
cultural backgrounds. Firms could benefit from training their staff to be more culturally 
aware and sensitive to both business issues and variations in personal culture.  
Because of the physical distance between the service provider and potential customers, 
permanent communication activities through agents, country partners, personal visits, 
participation in trade shows, and the Internet are essential to attract foreign consumers. 
Significant time and resources should be invested by service marking managers to ensure that 
communication with potential foreign consumers and agents is achieved. In addition, joint 
communication efforts among domestic service firms also contribute to increased customer 
awareness, since most of these services complement each other.  
Finally, the role of the domestic government is crucial in assisting these service sectors 
to promote their services and attract foreign consumers. Since immigration policies are 
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considered to have a huge impact on the international business of these service firms, 
lobbying the government is necessary to avoid changes in policies and restrictions in 
immigration criteria. In addition, since consumers must move to a new and usually unknown 
country to consume the service, local government must invest in country branding to provide 
an attractive national position and a clear differentiation with respect to other regions of the 
world. Furthermore, engaging with government entities and participating in international 
trade shows provides a broader exposure to international markets.  
Future research should focus on exploring additional inward internationalization service 
industries such as healthcare, and replicating this study in other developed and developing 
markets. Additionally, an interesting extension to this research could be to examine the 
inward internationalization from the perspective of the foreign consumer and identify the 
main sources of satisfaction and dissatisfaction when travelling to a new country to consume 
a service.  
This study has two main limitations. First, the study is based on interviews of top 
managers from five consumer service sectors, which limit its generalizability. In addition, 
interviewees were company owners or managers, and this can exaggerate opinions of firm 
performance. Future research considering the process of service firms from other consumer 
sectors will help enhance the understanding of overall inward internationalization process of 
consumer services.  
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Table 1: Case Study Interviewee Details 
 
Cases Service Organization Industry Sector Interviewee  
Case 1 University/School of 
Business                                              
Education  Director, International 
Marketing and Recruitment 
Case 2 Language School  Education  
 
International Marketing 
Manager 
Case 3 International High 
School  
Education       
 
Director, International 
Students 
Case 4 Vocational School  Education International Marketing 
Manager 
Case 5 Travel   Agency Tourism  
 
Marketing Manager 
Case 6 Touristic Destination 
Resort 
Tourism  
  
Marketing Manager 
Case 7 Tourism 
Operator/Distributor 
Tourism 
 
Owner 
Case 8 Hostel Accommodation Owner 
Case 9 Student Lodge Accommodation International Marketing 
Manager 
Case 10 Entertainment venue  
 
Entertainment Marketing Manager 
Case 11 Museum  Entertainment Marketing Manager 
Case 12 Car  Rental Transport Marketing Manager 
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Figure 1: A Resource-Based Model of Inward-Internationalization Performance for 
Consumer Services Firms 
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